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MESSAGE 


THE PRESIDENT OF THE UNITED STATES 


TRANSMITTING 


THE PROTOCOL BETWEEN THE UNITED STATES AND JAPAN, 
SIGNED AT TOKYO ON MARCH 23, 1957, SUPPLEMENTING THE 
CONVENTION OF APRIL 16, 1954, FOR THE AVOIDANCE OF DOUBLE 
TAXATION AND THE PREVENTION OF FISCAL EVASION WITH 
RESPECT TO TAXES ON INCOME 


Aprit 29, 1957.—Protocol was read the first time and the injunction of secrecy 
was removed therefrom. The protocol, the President’s message of transmittal, 
and all accompanying papers were referred to the Committee on Foreign 
Relations and ordered to be printed for the use of the Senate 


Tue Wuire Howse, April 29, 1967. 
To the Senate of the United States: 

With a view to receiving the advice and consent of the Senate to 
ratification, I transmit herewith the protocol between the United 
States and Japan, signed at Tokyo on March 23, 1957, su erate 
the convention of April 16, 1954, for the avoidance of double taxation 
and the prevention of fiscal evasion with respect to taxes on income. 

I transmit also, for the information of the Senate, the report by the 
Secretary of State with respect to the protocol. 


Dwieut D. E1seNHOwER. 
(Enclosures: (1) Report by the Secretary of State; (2) supple- 
mentary income-tax protocol with Japan, signed March 23, 1957.) 
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DEPARTMENT OF STATE, 
Washington, April 18, 1557. 
The PRESIDENT, 
The White House: 


' The undersigned, the Secretary of State, has the honor to submit 
to.the President, with a.view to its transmission to. the Senate to re- 
ceive the advice and consent of that body to ratification, if the Presi- 
dent approve thereof, the protocol between the United States and 
Japan, signed at Tokyo on March 23, 1957, supplementing the con- 
vention of April 16, 1954, for the avoidance of double taxation and 
the prevention of fiscal evasion with respect to taxes on income. 

As in the case of the income-tax convention of 1954 (S. Ex. D, 83d 
Cong., 2d sess.;\ Treaties and Other International Acts Series 3176; 
6 U. S. T. 149), the supplementary protocol was formulated as a 
result of technical discussions between officials of this Government and 
officials of the Government of Japan. The Department of State and 
the Department of the Treasury cooperated in the negotiation of the 
supplementary protocol. It has the approval of both Departments. 

The protocol has a single,substantive article of two paragraphs. 
It is provided in paragraph (1) that the Export-Import Bank of Japan 
shall be exempt from United States tax with respect to interest on 
loans or investments received by such bank from sources within the 
United States. It is provided reciprocally in paragraph (2) that the 
Export-Import Bank of. Washington shall be exempt from Japanese 
tax with respect to interest on loans or investments received by such 
bank from sources within Japan. 

The Department of the Treasury, in recommending that the 
protocol be signed and transmitted to the Senate for advice and con- 
sent to ratification, submitted a memorandum presenting pertinent 
background information. That memorandum reads as follows: 

The Japanese Government has created an Export-Import Bank of Japan to 
promote the purchase of Japanese goods which is patterned after the Export- 
Import Bank of Washington. Under the existing Federal income-tax law, the 
Export-Import Bank of Japan, although wholly owned by the Japanese Govern- 
ment, is subject to tax on any income that it may derive from sources within the 
United States. Under the income-tax law of Japan, the Export-Import Bank 
of Washington is exempt from tax, but only on the basis of reciprocity. Accord- 
cordingly, the failure of the United States to grant exemption to the Japanese bank 
threatens, to interfere with the functioning of the Export-Import Bank of Wash- 
ton. The imposition of a Japanese tax on the interest it derives from Japanese 
borrowers would either diminish the yield to the Export-Import Bank on its loans 
to the buyers of American products, or it would increase the interest cost of such 
foreign borrowers. Either result would reduce the effectiveness of the Export- 
Import Bank of Washington in achieving the objectives for which it was created. 
The proposed protocol to the existing income-tax convention between Japan and the 
United States is designed to remedy this situation by providing that each country 
shall grant tax exemption to the Export-Import Bank of the other country. 

It is understood that no loans have been made by the Export-Import Bank of 
Japan to United States importers of Japanese goods and, hence, adoption of the 
proposed agreement would not have any adverse effect on United States revenues. 
On the other hand, substantial purchases by Japanese firms from United States 
producers have been held in abeyance because of the absence of reciprocal tax 
exemption on the interest earnings of the two banks. 


Article II of the protocol provides that the protocol shall enter into 
force on the date.on which the two Governments exchange written 
notifications of ratification or approval thereof, and shall be effective 
with respect to interest received on and after January 1 of the calendar 
year in which the protocol enters into force. It is provided further 
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that the protocol shall continue in force as long as the aforesaid 
convention of April 16, 1954, remains effective unless the protocol is 
terminated earlier by a 6 months’ written notice of termination given 
by either Government to the other Government. 
Respectfully submitted. 
JoHN Foster Duuuzs; 


(Enclosure: Supplementary income-tax protocol with Japan, signed 
March 23, 1957.) 


PROTOCOL SUPPLEMENTING THE CONVENTION BE- 
TWEEN THE) UNITED STATES OF AMERICA AND JAPAN 
FOR THE AVOIDANCE OF DOUBLE TAXATION AND 
THE PREVENTION OF FISCAL EVASION WITH RESPECT 
TO TAXES ON INCOME 


The Government of the United States of America and the Govern- 

ment of Japan, 
Desiring to conclude a Protocol supplementing the Convention 
for the avoidance of double taxation and the prevention of fiscal 
evasion with respect to taxes on income signed at Washington, 
on April 16, 1954, 

Have accordingly appointed their respective representatives for this 

purpose, who have agreed as follows: 


L 


(1) The Export-Import Bank of Japan shall be exempt from 
tax by the United States with respect to Interest on loans or 
investments received by such Bank from sources within the 
United States. 

(2) The Export-Import Bank of Washington shall be exempt 
from tax by Japan with respect to interest on loans or invest- 
ments received by such Bank from sources within Japan. 


It 


(1) The present Protocol shall enter into force on the date of 
an exchange between the two Governments of written notifica- 
tions of ratification or approval thereof, and shall be effective 
with respect to interest received on and after the first day of 
January of the calendar year in which it enters into force. 

(2) The present Protocol shall continue in force as long as the 
aforesaid Convention of April 16, 1954 remains effective, unless 
it is terminated earlier by a six months’ written notice of termina- 
tion given by either Government to the other Government. 


Done in duplicate, in the English and Japanese languages, at 
Tokyo this twenty-third day of March, 1957. 


For the Government of the For the Government of Japan: 

United States of America: 

Dovetas MacArtuor II NosusvukeE KiIsuHI 
[SEAL] [SEAL] 





